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In statements published in the Sept. 20 issue of the FOLHA DE SAO PAULO, Finance Minsiter
Luis Carlos Bresser Pereira said the Brazilian economy's most serious problem is the over $112
billion foreign debt. Renegotiation of the country's commercial bank debt of almost $70 billion will
begin this week. The minister said Central Bank president Fernando Milliet will present Brazil's
proposal to the banks for restructuring medium- and long-term debt on Sept. 24 in Washington. He
also mentioned that he planned to meet with Milliet and a group of Brazilian senators, members
of the congressional foreign debt committee, on Sept. 21 to finalize elements of the proposal. In an
exclusive interview with the FOLHA, Bresser Pereira said, "The external debt is the most serious
problem faced by the Brazilian economy...[T]he renegotiation of the debt on terms imposed by the
creditors has been extremely prejudicial for debtor nations." According to the minister, a long-
term solution to the debt problem is mandatory. Brazil, he said, transfers resources equivalent to
4% of the gross domestic product to the exterior every year. This resource transfer, according to
Bresser Pereira translates to a 20% reduction in domestic investment per year. Bresser Pereira said
the second most serious problem for the Brazilian economy is the public sector deficit, which in
1986 was equal to 3.9% of GDP. A large portion of the deficit, he added, results from the foreign
debt burden. The minister asserted that when Brazil cannot obtain external financial resources,
the domestic debt increases. The latter produces high interest rates and thus inhibits domestic
investment. Next, the minister said that because of the foreign debt burden and rising public
deficits, "we were obligated to implement substantial devaluations of the national currency." The
devaluations have served as an impetus to domestic inflation and deteriorating terms of trade on
the international market. After affirming that the foreign debt is a problem that requires a "new
solution," Bresser Pereira said that "if I wanted...a conventional renegotiation of the debt, such as
Mexico's, it could be done tomorrow." Brazil's two major objectives in the refinancing negotiations,
he said, are "a zero spread rate and an accord (with the private banks) that bears no relation to the
International Monetary Fund." For Bresser Pereira, it is only logical that if a country does not have
adequate resources to pay its debt, it must obtain lower, fixed interest rates and extended payment
terms. The proposal also contains an offer to issue bonds to interested banks at a 30% discount on
the face value of medium- and long-term loans. The minister described this idea rejected this month
by the US government as the "ideal solution" to Brazil's debt problem. Bresser Pereira affirmed
that the negotiations with the banks to open this week "must be realistic and reasonable." He said
that Brazil has distanced itself from certain institutions in the international finance system as well
as creditor nations since their suggestions regarding the foreign debt were "hardly intelligent or
reasonable."
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